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Mr. Easrianp (forfMr. O’Manoney), from the Committee on the 
Judiciary, submitted the following 


REPORT 


[Pursuant to 8. Res. 53, agreed to February 2, 1959, as extended] 


INTRODUCTION 


The subcommittee during the Ist session of the 86th Congress exten- 
sively explored the manner in which Government policies with respect 
to inventions resulting from research financed by the Government 
have advanced or hindered the public interest. While expenditures 
for research and development have continued to increase at a rapid 
rate, and will amount to more than $7.8 billion in the coming fiscal 
year, the patent right confusion among the various Government 
agencies which deal with research contracts has definitely raised the 
issue whether more uniformity is not necessary. 

Although the race for technological survival in which the Govern- 
ment is presently engaged depends in large part on the success of its 
basic research program, into which billions of dollars are being poured, 
there has been no effort to coordinate patent policies for the purpose 
of stimulating and protecting the program. According to the pre- 
liminary reports made by the subcommittee staff to date, the National 
Science Foundation, which is charged with this task, has so far failed 
to consider the adverse effect on basic research of patent clauses pres- 
ently contained in its own research contracts. For example, virtually 
all of the contracts for research which are let by the Defense Depart- 
ment and the National Science Foundation itself, presently provide 
that the research contractor may retain for himself all commercial 
rights in any invention produced by the contract, and the Government 
and the general public are excluded from the right to practice any of 
thse inventions in competition with the contractor, This clause, 
obviously, tends to prevent the free and prompt dissemination of 
technical data produced by such research that is essential to the 
progress of basic science. With such a clause in the contract the 
contractor will naturally, in bis own interest, refrain. from disclosing 
technical developments which may be patentable until he has taken 
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the proper steps to secure protection against the use of the data by 
others, which a patent gives him: Even if it seems desirable that 
research contractors should in some circumstances receive title to 
such inventions, it would appear that some explicit standards should 
be established by Congress as a guide in making these determinations. 

‘One of the most urgent problems which the Government now facesis to 
reconcile the needs of basic research with the needs for patent rights 
of the contractors on whom the Government relies to carry on this 
research, The last comprehensive investigation of Government 
agency patent practices culminated in the ‘1947 Report of the Attor- 
ney General.” Since: this report many new problems have arisen 
and many old ones remain unsolved. ..The subcommittee hopes that 
it will be possible to hold hearings at an early date, at which these 
problems may be fully explored. 


I. Ruvinw or tan Suscommitres’s Work 
A. BILLS REFERRED TO THE SUBCOMMITTEE 


Ten bills were introduced in the Ist session of the 86th Congress 
and referred to this subcommittee for consideration. Of these, four 
related to patents, four to copyrights, and two to trademarks. The 
disposition of the bills in each group appears below. 


1. Patent bills 


The only patent bill made the subject of hearings was S. 1447, 
introduced by Senator Wiley. This bill, which would amend section 
161 of the United States Code in order to make Irish potatoes eligible 
for plant patents, was favorably reported by the Judiciary Committee 
on September 8, 1959 (S. Rept. 932). A summary of the report ap- 
pears at page 4, infra. No action was taken in the Senate. 

8. 1569, a private bill introduced by Senator Yarborough for the 
relief of Charles H. Denny; S. 494, a bill introduced by Senator Dirksen 
to increase the fees payable to the Patent Office; and S. 1389, a bill 
introduced by Senator O’Mahoney to establish the Patent Office as 
an independent agency were not acted upon during the Ist session of 
the 86th Congress. 

The bill to establish an independent Patent Office was introduced 
pursuant to the recommendation of the subcommittee staff as set out 
on page 4 of its prior annual report, Report 97, to the 86th Congress. 
The subcommittee plans to schedule hearings on this bill during the 
second session, in connection with hearings on other patent bills now 
in Ph a : 

_ The subcommittee’s last prior annual report also noted at page 13 
the need for increased Patent Office fees. Senator Dirksen’s bill, 
§. 494, is one of a number of pending proposals for such an increase, 


2. Trademark bills . 

8. 1068, introduced by Senator Dirksen, and S. 2429, introduced by 
Senator Wiley, are both similar to prior bills introduced for the pur- 
pose of amending the act of July 5, 1946, dealing with trademarks, 
commonly known as. the Lanham Act. No action was taken with 
respect to either bill. 
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3. Copyright bill 

S. 2075, introduced by Senators O’Mahoney, Wiley, and Hart, 
would establish a system of copyright protection for a 5-year period, 
limited to ornamental designs of useful articles. It was introduced 
at the request of the Copyright Office, which believes that the 56-year 
protection now available for works of art is too long a period of pro- 
tection to apply to ornamental designs. The Office is presently em- 
broiled in a considerable volume of litigation over the registerability 
of certain ornamental designs as works of art. It believes that this 
problem would be better solved by creating a new system of protection 
rather than by amending the Copyright Act so as to provide a shorter 
period of protection for useful ornamental designs which do not 
qualify as works of art. The subcommittee has taken no position 
with respect to the merits of the bill, nor have any hearings been held. 
However, it is hoped that hearings may be held during the coming 
session. 

S. 950, introduced by Senators O’Mahoney, Kefauver, Langer, 

Humphrey, and Morse, is the same as S. 1870, introduced in the 85th 
Congress. The purpose of this bill is to modify the so-called jukebox 
exemption in the copyright statute. No hearings were held on 5. 950 
during the Ist session of the 86th Congress, although extensive hearings 
were held on S. 1870 in the 85th Congress. 5S. 1870, as amended, 
was reported to the Senate from the committee with minority views 
but was not acted upon by the Senate. The report of the committee 
is described at page 15 of the last annual report. The subcommittee 
still is of the view, as expressed, that the parties directly involved 
should be able to agree upon a bill which would equitably resolve the 
problem presented by the jukebox exemption. However, no pro- 
posals of this kind have as yet been received. 
" The subcommittee is informed that a subcommittee of the House 
Committee on the Judiciary conducted hearings on a bill dealing with 
the same subject, H.R. 5921, 86th Congress, on June 10, 11, 12, 17, 
and 18, 1959. It is understood that certain proposals were offered 
by the chairman of the House Judiciary Committee, Mr. Celler, in an 
effort to compromise the matter, but to date no solution has been 
found. Conferences were held among the interested parties to this 
legislation on July 9, 1959, September 1, 1959, and again on November 
5, 1959. The subcommittee is informed that, as stated above, no 
solution was found on which the parties could agree. 

One of the reasons advanced, among others, in opposition to the 
pill lay in the fact that ASCAP, one of the parties interested in this 
legislation, was faced with Justice Department action in respect to 
the consent decree under which ASCAP operates and that, therefore, 
no action should be taken in relation to tha subject matter until the 
consent decree should be amended and changed to meet the objections 
against it. The subcommittee is informed that.a proposed amended 
consent decree agreeable to both ASCAP and the Department of 
Justice was presented to the U.S. District Court for the Southern 
District of New York for the court’s approval and that the court 
requested a vote of the membership of ASCAP as to their acceptance 
or rejection thereof. The votes were counted on January 6, 1960. 
They were substantially in favor of the amended decree and on January 
7, 1960, the judge approved the consent order and signed the same, 
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thus removing this objection to consideration of the legislation. It 
is understood, however, that an appeal has been taken from this decree 
to the U.S. Supreme Court—which, Senator Wiley feels, means that 
the issues will not be finally adjudicated or settled for some time. 

As stated before, the subcommittee is of the opinion that a solution 
should be found to this perplexing problem. It will, therefore, enter- 
tain any reasonable ie alee designed to bring a solution to the 
royalty situation as it affects authors and composers and the jukebox 
owners. : 

§. 1357, introduced by Senator Humphrey, would amend title 17 
to extend copyright privileges to musical compositions produced with- 
ee us conventional system of notations. No action was taken on 
this . 

H.R. 4059, which passed the House on July 20, 1959, was referred 
to the subcommittee for consideration but. was not acted upon. The 
purpose of this bill is to amend title 28 of the United States Code so 
as to make the United States liable for copyright infringement through 
actions brought in the Court of Claims. Its provisions are similar 
to those establishing the Government’s liability for patent infringe- 
ment contained in title 28, United States Code, section 1498. No 
Senate hearings have yet been scheduled for this bill. The subcom- 
mittee has received a number of objections to the provision of the bill 
which would deprive copyright owners of the remedies they now have 
against a private contractor, where the contractor is performing work 
for the United States. : 

B, HEARINGS 


On July 9, 1959, a hearing was held before Senator Hart with 
respect to S. 1447, the bill introduced by Senator Wiley to make 
Irish potatoes eligible for plant patents. The bill was introduced at 
the request of persons engaged in the development of new varieties of 
Trish potatoes. At the hearings, the Patent Office, represented by 
Commissioner Watson, supported the bill while representatives of the 
Department of Agriculture appeared in opposition. The Commis- 
sioner supported the bill upon the ground that it removes an un- 
reasonable existing discrimination against tuber propagated plants. 
The Department of Agriculture opposed upon the ground that elimina- 
tion of the tuber propagation exclusion, which has been in force 
since the passage of the Plant Patent Act, was not regarded by the 
Department as consistent with maximum development of new Irish 
potato varieties. The commititee’s favorable report (S. Rept. 932) 

eed in substance with the position taken by Commissioner Watson 
that “even if one potato of superior quality eventually was the result 
of the bill, and one only, the bill would have served a useful purpose.” 
The reasons for and against the bill are more fully set forth in the body 
of that report and the accompanying letters from the Departments 
of Agriculture and Commerce. 


| 
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Cc. BILLS TO BE INTRODUCED 


The subcommittee staff is engaged in preparing proposed legislation 
concerning the following matters: 


1. A bill intended to protect the Government's basic research program by 
limiting the use of certain patent provisions in important research 
contracts 

Hearings were held by the Monopoly Subcommittee of the Senate 

Small Business Committee with respect to Government patent 
practices, which made extended use of the material collected and 
published. by this subcommittee in its preliminary reports on the 
patent practices of various Government agencies. One of these was 
the National Science Foundation, whose Director, Dr. Alan T. 
Waterman, testified at the hearings. Another was the report dealing 
with the Post Office Department, which was represented at_ the 
hearings by its General Counsel, Mr. Herbert B. Warburton. From 
the testimony and the latter report it appeared that the ASPR 
patent clause, used in their research contracts by the Defense Depart- 
ment and a number of other agencies including the Post Office Depart- 
ment, contains the following provision: 


No license granted herein shall convey any right to the 
Government to manufacture, have manufactured, or use 
any subject invention for the purpose of providing services 
or supplies to the general public in competition with the 
contractor or the contractor’s commercial licensees in the 
licensed fields. 


The effect of this clause is to reserve to the contractor the right to 
exclude the Government itself, in addition to rival firms, from using, 
in competition with the contractor or his commercial licensees, in- 
ventions made pursuant to the research contract. In addition to the 
impediments such a provision may impose upon full public use of the 
invention itself, it may inhibit the prompt dissemination of technical 
data under the research contract, where the data relates to an inven- 
tion that may have commercial possibilities. For these reasons such a 
clause may adversely affect the Government’s basic research program 
where the contract is intended to provide new facilities, techniques, 
and technical data which may be promptly and widely used, both 
inside and outside the Government. : 

It appears from this subcommittee’s report of the National Science 
Foundation patent practices, and Dr. Waterman’s testimony at the 
aforementioned hearings, that despite these effects the Foundation 
does not now consider or determine the effect of patent clauses such as 
the ASPR clause, quoted above, where the contracts are let by other 
agencies, notwithstanding that the Foundation is charged with re- 
sponsibility for coordinating all of the research activities of the 
Government for the purpose of advancing basic research, 


S. Rept. 1202, 86-22 
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A bill has accordingly been drafted which would require the Na~ 
tional Science Foundation to make an evaluation of the possible 
adverse effects of such a clause upon the Government’s basic research 
program and advise the contracting agency with respect thereto, 
before the clause may be used in the more important Government 
research contracts. Since the field of basic research is one in which 
the problem of surpassing the Russian efforts is most acute, it is 
hoped that an early hearing may be held at which the many divergent 
views as to how to solve this problem may be fully heard. 


2, A bill which would give the Patent Office express authority to carry on 
education activities in which it now engages under an assumption 
of implied authority and encourage future enlargement of these 
activities 

The terms of such a bill were worked out in conferences between the 

subcommittee staff and representatives of the Commerce Department 
and the Patent Office. The bill, as drafted, was approved by the 
Patent Section of the American Bar Association. It is intended, in 
addition to authorizing existing service, to enable the Patent Office to 
make available to other cities invention search facilities which would 
be equivalent to those now available only in Washington, D.C. The 
bill would also enable the Office to expand the services it renders to 
the public and inventors and to make its technical information avail- 
able to universities and other research centers which presently do not 
have ready access to it. The collection of patents and technical 
literature now centered in the Patent Office represents one of. the 
prime technical resources of this country, and should be made available 
to the areas remote from Washington, D.C., where important research 
activities are concentrated. 


3. A bill providing for the reference to the Patent Office for an advisory 
opinion of certain questions which may arise in the course of patent 
infringement litigation 

At the present time there is no means by which a court may seek 
the advice of the Patent Office on matters arising in infringement 
litigation, as to which the Patent Office may be peculiarly competent 
to supply an expert opinion. While there is a good deal of contro- 
versy as to the scope and character of the matters which should be 
referred, and the weight which should be given to the Commissioner’s 
opinion, when and if received, there appears to be a strong demand 
from the courts for at least a permissive power to utilize the services 
of the Office where a court is of the view that the Office’s assistance 
would be helpful, and where the assistance is of the kind that the 

Office is willing and especially able to render. For the purpose of 

ascertaining the views of interested parties at a public hearing, the 

subcommittee staff is therefore drafting a proposal for legislative 
authorization of such a reference. 


4. Bills providing for a limited participation by adverse parties in the 
patent examination process 

The investigations made to date by the subcommittee staff have 

persuaded it that the most promising way of narrowing the existing 

discrepancy between the decisions of the Patent Office and the dis- 

trict courts as to what invention claims are patentable is to make the 

Patent Office record of relevant prior art correspond more closely to 


PATENTS, TRADEMARKS, AND COPYRIGHTS 7 


the record presented in court. As the Patent Office itself points out 
in response to an inquiry from Senator O’Mahoney, more fully 
described at page 15, infra, the best way of doing this appears to be 
some form of opposition which would permit a proponent of invalidity 
to submit relevant data to the Patent Office before the patent issues. 
A bill which would permit such opposition is therefore being prepared 
for consideration at a public hearing. The present view of the sub- 
committee staff is that any opposition should be limited to an affi- 
davit presentation, which would not require the examiner to resolve 
any contested issue of fact. The workload of the Office still appears 
to be such that any form of contested hearing would impose an addi- 
tional burden on the examination process which it could not presently 
bear. ; 

A revocation bill is also being prepared which would permit the 
kind of opportunity for presentation to the Office of matters adverse to 
patentability after the patent issues, that an opposition would provide 
before issuance, Although a revocation bill would present the ad- 
vantage of maintaining application secrecy prior to issuance, the 
Commissioner has advised the subcommittee that he would prefer 
to publish an application for opposition, rather than have an extended 
period of time after issuance during which the patent’s validity might 
be attacked in the Patent Office. i 

The common purpose of these reference, opposition, and revocation 
proposals is to correct, insofar as possible, the present, anomalous 
situation in which the courts are declaring patents invalid upon the 
basis of evidence which may not even have been called to the attention 
of the Patent Office at the time the patent issued. This practice 
was criticized by Judge Holtzoff in Dow Corning Corp. v. Watson 
(157 F. Supp. 444, D.C. Dist. of Col. 1957), as follows (pp. 445, 446): 


This case illustrates what seems to be a serious omission 
in the statutory procedure governing the review of decisions 
of the Patent Office by this court. The statute involved is, of 
course, an old statute. Unfortunately, no substantial 
changes were made in it in the 1952 revision and codification 
of the patent laws. Many later statutes that govern the 
review of administrative actions by Federal courts either limit 
the review to the record made before the administrative 
agency, or permit the court to remand the case to the agency 
for the purpose of hearing additional evidence tendered to 
the court. In that way, this court would have the benefit 
of the expertise of the administrative agency. There is no 
corresponding provision in the statute governing review of 
Patent Office decisions by this court. Such a provision 
seems to be highly desirable. . ; 

Under the circumstances, the court must decide this 
matter on the technical evidence introduced in behalf of 
the plaintiff, without the benefit of any review of that 
evidence by Patent Office officials. * * * It may well be 
that if the evidence introduced at this trial had been before 
the Patent Office, the Patent Office might have reached a 
result different from that at which it arrived. 


One reason why the expert determinations of the Patent Office have 
not received the same presumption of correctness that the courts have 
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accorded to those of other administrative agencies appears to be the 
wide differences which frequently develop between the facts the Patent 
Office has considered and those that are presented to the court. See 
for example, Delco Chemicals v. Cee-~Bee Chemical Co. (157 F. Supp. 
583, S. D. Calif. 1957), and cases there collected, and Niash Refining 
Co. v. Azor (158 F. Supp. 505, Rhode Island 1957), holding that there 
is no presumption of patent validity over prior art that was not 
considered by the Patent Office in granting the patent. Cf. Davis v. 
Buck-Jackson Corp. (138 F. Supp. 908, E.D. So. Car. 1955). 
Reference, opposition, and revocation procedures such as those 
discussed above are all means of transferring from the court to the 
Patent Office some of the burden of making an expert determination 
as to the impact upon patentability of highly technical facts. There 
appears to be no reason to transfer, from the courts to the Patent 
Office, ultimate determination of the issue of whether an invention has 
met the statutory standard. However, it would seem that the 
courts should in any case have the benefit of a prior expert considera- 
tion by the Office of the technical matters that the courts are called 
upon to review. 


D. INVESTIGATIONS 


1. Government patent practices 

The most important investigation in which the subcommittee staff 
is engaged is its continuing study of the patent practices of the 
‘Government agencies concerned with research and development. A 
list of the published preliminary reports which have so far resulted 
from this investigation appears at pages 12-14, infra. While these re- 
ports have surveyed fewer than half of the total number of agencies 
that the subcommittee expects to cover, they have penetrated a suffi- 
ciently broad area to justify certain tentative conclusions. These may 
be summarized as follows: 

(a) Government patent practices are so diverse and haphazard 
as to be urgently in need of congressional attention; 

(b) While agency patent practices must vary with agency 
functions, the extent of the permissible variation should be con- 
trolled by Congress instead of by the views of the agencies 
involved or their contracting officers; and 

(c) The Congress should determine what use should be made of 
Government-owned patents, in order to determine when it is 
appropriate to require an assignment of title instead of a mere 
license to use the invention. 

These studies have disclosed that present usage by the Govern- 
ment of the patents it owns is not entirely uniform. While Govern- 
ment-owned patents are generally made freely available with or with- 
out licenses, there have been rare instances where use has been 
restricted and where royalties have been charged. Patents may be a 
source of Government income if Congress chooses to make them so, 
and establishes the elaborate administrative machinery necessary to 
collect royalties. They may also be a basis for establishing use 
restrictions designed to protect the public interest. However, if the 
Government wishes to pursue a policy of making an invention freely 
available to all parties, official publication may frequently be a better 
method of doing so than patenting. This seems particularly true 
where the Government is not sufficiently interested in the use of the 
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invention to require even royalty-free licenses or reports from the 
licensees as to what use they are making of the invention and where 
the Government’s patents, as is the case today, are not centrally 
administered. 

(a) Tentative conclusions.—- While the subcommittee expects to reach. 
no final conclusions until all of the preliminary reports are published, 
some of the anomalies disclosed by these preliminary reports may be 
pointed out now. For example, we find that TVA and VA, both with 
similar statutory responsibility for making certain research available to 
the public, are pursuiag quite opposite methods of handling patents. 
TVA acquires title to all patents resulting from its fertilizer research: 
and requires reports as to use, even from its royalty-free licensees. 
VA takes title to no patents, and relies upon the private contractors, 
who retain title, to make the results of VA’s prosthetic appliance 
research and development freely available to users. 

HEW, on the other hand, which also has express statutory responsi- 
bility to make its inventions freely available to the public, generally 
does this by publishing the inventions produced by its research, 
rather than by obtaining patents. However, in persuading certain 
drug companies to accept contracts for cancer-chemotherapy research, 
HEW has agreed that the contractors may retain title to the patents, 
subject to wholly untried provisions for compulsory licensing in the 
event that the Surgeon General finds that the contractors are not 
adequately meeting the public need for such patented drugs as may 
evolve from their research. If compulsory licensing is to be a means 
of accomplishing such objectives in the heafth field, such licenses 
would seem to be a matter which should he controlled by congres- 
sionally established standards. 

Another patent practice which appears to have arisen from lack 
of congressional guidance is the use by agencies performing business 
functions of patent clauses developed for the use of the armed services. 
The Post Office is presently engaged in the development of mail and 
package sorting devices which may have wide commercial applica- 
tion. The Post Office is also necessarily engaged in certain activities, 
such as facsimile transmission of mail and parcel post service which 
Western Union and the American Express Agency regard as enter- 
prises competitive with theirs. Yet we find the Post Office agreeing 
in its research and development contracts that the Government 
should make no use of the patented devices it develops which may 
compete with private industry. 

Such a patent clause in a weapons contract, where the patented 
item has only an incidental commercial application, may not have 
a serious adverse influence on the public. But where, as in the case 
of the Post Office, the Government is itself performing a needed 
business function as a public service, such a restriction on competitive 
use is plainly inappropriate. 

Special instances where the Government may need patent owner- 
ship instead of a mere license to use are illustrated by the GSA report. 
The Government found that it could not readily dispose of its nickel 
plant at Nicaro, Cuba, because the firm that built the plent had 
allegedly built patented processes into its operation without trans- 
ferring title to the patents. The result was that purchasers may not 
buy from the Government a plant with full operating rights but may 
have to negotiate with the private patent owner a license that would 
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make operation feasible. (See Study No. 18, “Synthetic Rubber: A 
Case Study in Technological Development Under Government Direc- 
tion,’ by Robert A. Solo.) This is obviously not the way for the 
Government to get the most out of its investments in defense produc- 
tion facilities. Yet the recommendation has been seriously and 
forcefully urged upon the Congress that the Government should in no 
event take title to a patent. 

In both the Atomic Energy Commission Act and the Space Act, 
Congress has declared that the Government should take title to 
patents produced by the funds appropriated for these agencies’ 
research. These provisions have been widely attacked as preventing 
a greater exploitation of such inventions that might result from 

rivate ownership. While the subcommittee staff has not yet pub- 
ished @ report as to the practice of either agency, it seems clear from 
the reports published to date that the validity of this objection 
depends upon what the Government is trying to accomplish. If 
and when the Government regulates a field of activity because 
private control is thought to be inadequate to serve the public interest, 
there would appear to be no sound reason for exempting patents 
from appropriate regulation. If, on the other hand, the Government 
has no interest it wishes to serve by the use of an invention, obtaining 
and holding title to a patent may be a needless activity. Whether 
Government ownership frustrates maximwn exploitation of the in- 
vention may depend in large part on what the Government does with it. 

Tn any case these preliminary reports make clear that there can be 
no intelligent decisions as to what to do about patent rights in inven- 
tions produced with Government research and development funds 
until a preliminary decision is made as to the nature and extent of 
the public benefits expected from these expenditures. This is a basic 
question of public policy which must ultimately control patent policy 
if patents are to continue to serve the public interest. 


2. Patent litigation 
For the past 2 years the subcommittee has been assembling and 
tabulating statistics about patent litigation obtained from the district 
courts, the Office of Administrative Procedure, and the Patent Office. 
The period covered is from 1948 to 1957. The tables in preparation 
include those which will show— . Hs 
(a) The extent to which there has been multiple litigation of 
the validity of the same patent in various district courts; 
(b) The differences between the validity holdings of courts of 
appeals and district courts; and : : : 
(c) The extent to which the courts are continuing to invalidate 
atents in infringement litigation. ear 
Other data are being compiled as to the length of patent litigation 
and an attempt is being made to correlate all of these matters with 
the size of the patent holdings of the litigants. The subcommittee 
expects that this report will be published during the current year. 


B. REPORTS 


1. The operation of compulsory licensing provisions in eonsent decrees 
The principal report issued by the subcommittee, other than those 

relating to Government patent practices referred to above, is its 

report concerning the operation of compulsory licensing provisions in 
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antitrust decrees. Although the latter report was based upon the 
subcommittee’s own investigation and upon material sent to the sub- 
committee in response to questionnaires sent out by it, the principal 
work in completing the report was done by Mr. Marcus A. Holla- 
baugh, who was chief counsel of the subcommittee at the time the 
investigation began, and Mr. Ephraim Jacobs, a legal associate of Mr. 
Hollabaugh’s, Full cooperation in this investigation was also extended 
by the Department of Justice and helpful suggestions were made by 
Conimdecionier Watson of the Patent Office and by Mr. William 
Kilgore, head of the Consent Decree Section of the Antitrust Division. 
However, the responsibility for the conclusions expressed in this report 
is entirely that of the present subcommittee staff, 

The report makes no attempt to evaluate in economic terms the 
overall impact of these decrees upon competition in the industries 
affected. Its more limited objective was to describe the extent to which 
the compulsory licensing remedies afforded by these decrees have 
actually been invoked and to describe the problems which have 
arisen in the administration of these decrees by the courts and the 
Department of Justice. It should be noted that four of these decrees 
have been the subject of comprehensive reports prepared by Mr. 
George E. Frost and Professor Oppenheim under the auspices of the 
George Washington Patent Foundation, which have attempted to 
evaluate the competitive impact of these decrees. One of them, the 
A.T. & T. Co. decree, was also dealt with extensively in the report of 
the House Antitrust and Monopoly Subcommittee of the House 
Judiciary Committee dealing with consent decrees. Reference should 
accordingly be made to those reports for a further elaboration of some 
of the matters discussed in this report. 

The subcommittee’s report is the first’ publication dealing with 
the 100-odd compulsory licensing decrees which bad been entered prior 
to 1957, asagroup. Perhaps its main value to lawyers lies in the mass 
of factual data that it provides with respect to the judicial proceedings 
by which enforcement of these compulsory licensing decrees was sought. 

From the standpoint of those interested in the practical effects of 
compulsory licensing decrees, the most significant disclosure of the 
report may be the fact that about 30 of these compulsory licensing 
decrees did not result in the issuance of any licenses, and that all but 
one of these was entered by consent. These figures suggest that the 
Department of Justice may have been relying too much upon com- 
pulsory patent licensing as antitrust relief. It now appears that in 
many instances the patents involved may have been of little competi- 
tive eer In other cases it may be that the patentee found the 
compulsory licensing restriction so onerous that he did not bother to 
enforce his rights against infringers and there was, therefore, no 
incentive to apply for a license. However, the report does suggest a 
need for a re-evaluation by the Justice Department of its present 
practice in negotiating patent licensing decrees. 

Since these consent decrees were generally negotiated without any 
opportunity for the competitors, who were thought to be benefited, to 
designate for inclusion in the decrees the patents in which they were 
interested, some change in this procedure seems indicated. It would 
seem desirable that before the Department adopts compulsory 
licensing of a patent or group of patents as appropriate antitrust 
relief, it should at least determine from competitors of the defendants 
which, if any, patents of the defendant they are interested in licensing. 
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Another possible explanation of the absence of licensing under 
these provisions is the present practice of the Small Business Ad- 
ministration in failing to publicize the fact that the patents in question 
are available for licensing and in failing to disclose to potential 
licensees the extremely important fact that in the event a dispute 
about the terms of the license should. arise, resort may be had to 
judicial proceedings to obtain a license on reasonable terms. 

The report also reviews the requirements found in a number of these 
decrees that competitors licensing a defendant’s patent must license 
their patents to the defendant. While such reciprocal licensing is 
common in normal business relationships, it seldom promotes competi- 
tion where the company requiring such. reciprocal licenses already has 
a dominant patent position. Where an antitrust defendant has 
actually monopolized a field of technology by an accumulation of 
patent rights, such reciprocal licensing appears to perpetuate rather 
than dissolve the monopoly. Yet a frequent use of such reciprocal 
licensing provisions was found in decrees intended to eliminate such 
monopoly power. 

Finally the report notes that a compulsory patent licensing decree 
has sometimes been used as a substitute for more drastic relief needed 
to dissolve a monopoly not based upon patent rights. If, for any 
reason, the Department of Justice believes that it cannot obtain from 
the courts the relief needed to dissolve an illegal monopoly it would 
seem desirable for the Department to give the Congress an opportunity 
to take appropriate action, before granting the monopolist the practical 
immunity from further legal attack which results from a decree impos- 
ing milder relief. While the report suggests no remedial legislation, 
as noted above, it has made a number of suggestions for improving the 
administration of the compulsory licensing remedy which may be 
summarized as follows: 

(1) Greater assistance by the Justice Department to license 
applicants in obtaining a reasonable royalty; 

(2) Clarification of decree provisions affecting patent applica- 
tions; 

(3) A more meaningful listing in the decree of the patents 
available for licensing; 

(4) More widespread publicity as to the availability of the 
patents for licensing under these decrees; 

(5) A more restricted use of decree provisions which require 
reciprocal licensing of their patents by those who seek licenses 
under these decrees; 

(6) Ascertainment of the precise interest, if any, of competitors 
of the defendant in availing themselves of compulsory licensing 
provisions before relying upon such provisions to stimulate 
competition; and 

(7) Advising Congress of the Justice Department’s inability to 
obtain dissolution relief needed to dissipate a monopoly before 
substituting compulsory patent licensing relief for dissolution 
relief in an antitrust decree. 


2. Preliminary reports as to the patent practices of the Government 
agencies 

A uniform format was developed for these reports, for convenience 

in comparing the practices of one agency with another. Each report 

lists, first, any special statutory authority possessed by the agency 


iis 
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under study with respect to activities which may produce patents. 
The present practice of the agency in dealing with patents is then 
described under the subheadings which show, first, the personnel of 
the organization dealing with patents; second, the agency’s policy as 
to retention of patent titles; third, its policy as to foreign filing of 
patent applications; and fourth, the information it has as to the use of 
the patents in which it is interested. Finally, each report concludes 
with the agency’s own viewpoint as to the effectiveness of its existing 
policy and recommendations it may have for the future. In each case 
the report was submitted to the agency involved for review prior to 
publication, and each report reflects the agency’s own statement of 
what its policies are rather than any conclusions of the subcommittee 
as to what they are or should be. However, each report is accom- 
panied by a foreword by Senator O’Mahoney which points up the 
patent policy questions raised by that particular report. They are 
listed below in order of publication, with an indication of the special 
matters which distinguishes the report in question from others in the 
series. 

(a) Patent practices of the Tennessee Valley Authority —This report 
deals with an agency which has had wide experience in the develop- 
ment and use of fertilizer patents, which it makes generally available 
to industry by royalty-free licenses. However, unlike most Govern- 
ment agencies, TVA requires periodic reports indicating the use made 
of its patents even though the licenses are royalty free. This report 
therefore contains more complete information as to the use of Govern- 
ment-owned patents than any other. The various forms of licenses 
used and the extent of their usage are tabulated in the appendix. 

(b) Patent practices of the National Science Foundation. —This report 
deals with a relatively new agency, the duties of which are to coordi- 
nate Government research rather than to engage in it directly. How- 
ever, the Foundation makes no attempt to coordinate patent policy. 
Whether the responsibility for determining the patent policies with 
respect to inventions arising out of foundation grants should be as 
widely delegated to the grantee institution as it is at present is a 
question raised by this report. 

(c) Patent practices of the Veterans’ Administration.—This report 
deals with an agency which has a special statutory obligation to make 
the results of its prosthetic research available to the public at large. 
The foreword points out that this responsibility has been largely 
delegated to private parties by allowing them. to retain title to the 
patent rights and raises the question as to whether such delegation, 
if and when it seems desirable, should not be controlled by Congress. 

(d) Patent practices of the General Services Administration.—This 
report deals with an agency which has broad, but seldom-used powers 
to acquire and dispose of patents. This agency also administers 
Government-owned plants which have been built as defense facilities, 
and the report deals with some of the problems that arise when the 
ownership of patents essential to the operation of a defense plant are 
separated from ownership of the plant itself. An example cited is the 
nickel plant at Nicaro, Cuba, where the Government has title to the 
plant but the contractor who built it claims title to patented processes 
needed for successful operation of the plant. 

(e) Patent practices of the Government Patents Board —This report 
deals with the operation of the agency which was established to co- 
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ordinate and make uniform the handling of inventions by employees 
of substantially all Government agencies. It contains a summary of 
the decisions made by the Board in reviewing agency action which 
has not heretofore been published. It also pomts out the continuing 
inability of the Board itself to resolve serious policy differences among 
its own members, without congressional action. These members in- 
clude, for example, a representative of HEW which advocates dedi- 
cation instead of patenting, Agriculture which retains title to patents 
arising out of its research, and the Defense Department which has a 
firm policy against taking title. 

( r. Patent practices of the Post Office Department.—This report deals 
with an agency relatively new to the research and development field, 
which is engaged in developing an increasing number of letter and 

ackage handling devices which may have commercial applications. 

‘he report points up the inapplicability of a Defense Department 
patent clause which contains restrictions against commercial com- 
petitive use by the Government of the inventions produced, to con- 
tracts for the development of commercial devices that the Govern- 
ment needs to make its business operations more efficient. 

(g) Patent practices of the Department of Health, Education, and 
Welfare —This report deals with the practices of the Department of 
Health, Education, and Welfare which. spends more money on research 
and development than any other Government agency except the 
NASA, AEC, and Defense Department. Most of these research ex- 
penditures are in the field of public health and they are clearly intended 
to benefit the public at large. 

As a matter of general policy, HEW has favored wide publicity dis- 
closing its research results so as to make them available to the general 
public. It has preferred this policy to the alternative of taking out 
patents in the name of the Government. 

However, in exceptional instances, notably in its cancer-chemo- 
therapy research program with leading drug companies, HEW has 
permitted its research contractors to retain title to inventions devel- 
oped with Government funds. Although these contracts are not 
numerous they do involve substantial funds. Since this program is 
still too new to have brought these provisions into actual use, it is 
difficult to predict what the consequences will be. However, it is 
clear that these new provisions impose a sharp restriction upon the 
rights which the Surgeon General has traditionally exercised with 
respect to inventions arising out of publicly financed research. 

(h) Western Briefing Conference-—On the 8th and 9th of October 
1959, there was held in Monterey, Calif., at the Naval Post Graduate 
School, a conference entitled ‘Western Briefing Conference.” This 
conference was sponsored by the Federal Bar Association, in coopera- 
tion with the Bureau of National Affairs, Inc. The subcommittee 
decided that it would be to the interest of the subcommittee to have 
an observer beeen at the briefing conference. The subject matter 
which was of interest to the subcommittee was scheduled for discus- 
sion at 2 p.m. on October 9, and continued for the balance of the 
afternoon. The discussion dealt with patents and proprietary data, 
and both Government and industry were represented in these discus- 
sions. Persons representing the Government were Maj. Joseph A. 
Hill, Assistant Chief of Patents Division, Office of the Judge Advocate 
General, Department of the Army; T. Alfred Pilson, Supply and 
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Logistics Section, Department of Defense; Roland A. Anderson, Chief, 
Patent Branch, Office of General Counsel, Atomic Energy Commission, 
and Paul G. Dembling, Vice Chairman, NASA Inventions and Contri- 
butions Board, Assistant General Counsel, National Aeronautics and 
Space Administration. Representing industry were Donald P. Selleck, 
assistant controller, Minnesota Mining & Manufacturing Co.; Charles 
Woodruff, assistant general counsel, Lockheed Aricraft Corp.; William 
R. Lane, patent counsel, North American Aviation, Inc., and Robert 
R. Lent, Sisector of marketing, Statham Instruments, Inc. 

The purpose of the discussions was to raise the problems inherent 
in patents and proprietary data from the viewpoint of the Government 
and from the viewpoint of industry. The session presented an o pees 
tunity for people in Government to present to industry their problems 
in relation to patents and proprietary data and, in turn, afforded 
Government personnel the opportunity to become at firsthand ac- 
quainted with the problems of industry in that field. 

The subcommittee has always been interested in the patent policies 
of Government as well as the policies of industry, and believes that the 
field is one worth exploring in order that the American people may 
realize the greatest of benefits in patents, whether they be held by the 
U.S. Government or by private industry. The subcommittee believes 
that conferences of this nature will serve, through the interchange of 
information relating to patents and proprietary data between industry 
and Government, to make for a better understanding between Govern- 
ment and industry. It is hoped that there will be more conferences 
of this nature in the future. 


8. Reports requested by the subcommittee from other agencies 


(a) “Patent Office Report as to Procedures Used To Prevent Issuance of 
Invalid Patents” (Study No. 25, infra, p. 21). In response to a letter 
from Senator O’Mahoney, the Patent Office provided the subcom- 
mittee with a comprehensive statement of the procedures used in the 
Office to encourage the rejection of applications which fail to disclose 
an invention which meets the statutory standard. In this connection, 
the Office submitted a memorandum, largely prepared by Mr. George 
C. Roeming of the Solicitor’s Office, which gave a comprehensive anal- 

is of the differences between the decisions of the various courts and 
of the Patent Office with respect to patentability. This memorandum 
concluded that these differences were largely the result of differences in 
the facts considered by the Office and by the courts, rather than any 
definable difference in the standard of invention applied. However, 
Mr. Roeming goes on to point out that even the courts themselves 
frequently differ with respect to the same facts, and that their own 
definitions of the standard of invention they apply are sometimes 
contradictory. The subcommittee thought that the memorandum 
from Mr. Roeming was so comprehensive and of so much interest to 
anyone concerned with the problem of patentability that it should be 
publiahed and given a wide circulation. For this reason, this part of 
the Commissioner’s response has been published by the subcommittee 
as a separate report. 

The remainder of the Commissioner’s response outlines the informal 
procedures used within the Patent Office to see that patents do not 
issue which lack the inventive quality stipulated by Congress. The 
only formal procedures for reviewing an examiner’s action are pro- 
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vided by appeals from rejections of patent applications. One of the 
reforms recently instituted by.the Commissioner is the publication 
and distribution among the examining corps of the Patent Office 
Board of Appeals of more decisions which uphold rejections. For- 
merly most of those published were decisions which reversed an 
examiner’s rejection. 

Another innovation by the Commissioner is having the primary 
examiner supply an analytical report on every adjudication of validity 
or invalidity of a patent examined by his division. The responsi- 
bility of the primary examiners with respect to patent issue was sum- 
marized by the Commissioner as follows: 


The primary examiner, assistant primary examiner, and 
supervisory examiners have the duty always to be on the 
alert to prevent the inadvertent issuance of clearly invalid 
patents and, in the case of the supervisory examiners, to take 
appropriate action to prevent recurrences of departures from 
approved praetice. "When an application has been indicated 
by an assistant examiner to be in condition for issue, the 
primary examiner by his signature on the file wrapper indi- 
eates his approval of the allowance. A capable primary 
examiner who by experience has a comprehensive knowledge 
of all the arts examined in his division 1s m the best position 
to detect and disapprove improper allowance of claims which 
he considers should be found either fully anticipated by prior 
art or clearly failing to meet the standard of invention by 
section 108. Other capable primary examiners who are not 
yet sufficiently familiar with all the arts examined in their 
divisions achieve the same result by delegation of the issue 
check of a. particular art to an experienced subordinate. 
Such procedure is a part of the routine duties of the primary 
examiners and every year prevents the inadvertent issuance 
of clearly invalid patents. 


_ The Commissioner’s conclusions as to the feasibility of additional 
informal review procedures were stated by him as follows: 


The possibility of providing additional review of each 
allowed application prior to the time of its issuance as a 
patent has been many times considered during the past few 
years. Such review by a group of seasoned examiner 
‘Gnspectors” might, of course, be established, but has not 
been attempted for budgetary reasons. Several hundred 
such inspecting examiners would be necessary for the proper 
performance of this surveillance, and the cost of such a pro- 
gram is estimated to be between two and four million dollars, 
a sum hardly attainable. 

The Patent Office at present is allowing on the average 
about 1,000 applications a week. It is not an exaggeration 
to say that a review of the record of these patent applications 
would, in most instances, require more time on the part of 
these inspectors than was taken by the original examiner. 
The person reviewing the allowance would not only be re- 
quired to study all the references of record but make an 
independent search to insure that no references were over- 
looked. When it is considered that many of these inventions 
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are of very complex nature, such as computing machines, 
telephone systems, knitting machines, milling machines, etc., 
it should be clear that in some of these cases it, would prob- 
ably take more than a week to review the propriety of allow- 
ing one patent application. — : : ; 

Probably the most practical device for reducing the issu- 
ance of invalid patents would be an opposition proceeding 
such as is employed in numerous other countries. 


(b) “State Department Report on International Technical Coopera- 
tion” (Study No. 24, infra, p. 20). Pursuant to a suggestion made in 
Study No. 10, Senator O’Mahoney asked the State Department to 
make a report upon the operation of the international technical coop- 
eration agreements that were outlined in that study. The State 
Department, with the assistance of the interested defense agencies, 
has accordingly prepared such a report which the subcommittee 
thought of sufficient general interest to publish. This report is prin- 
cipally the work of Roger Dixon and Elias Rodriguez of the State 
Department, and George Westerman, patent adviser to USRO. 


4. Copyright law revision studies 

The matter of copyright law revision has been under study by the 
Copyright Office for the past 3 years. It has prepared and circulated 
20 of these studies, which deal with all aspects of proposed copyright 
legislation, among members of an advisory committee. After recelv- 
ing comments from members of the advisory committee, the Copyright 
Office prepared mimeographed reports which included these comments. 
These mimeographed reports had only a limited circulation, but there 
is a widespread interest both in and outside of Congress in the subject 
matter of each of these studies. : . 

Since these reports are believed to be an essential foundation for 
any congressional action in this field, the subcommittee decided to 
print them. For this purpose they have been grouped according to 
related subject matter, and the first published volume contains Studies 
Nos. 1-4, which deal respectively with— _ - 

(a) “The History of U.S.A. Copyright Law Revision, From 
1901 to ole, bc ight Industri 

6) “Size of the Copyri ndustries”’ ; 

( “The Meaning ot ‘Writings’ in the Copyright Clause of 
the Constitution”; and 

(d) “The Moral Right of the Author.” . 

The second volume consists of Studies Nos. 5-6, which deal respec- 

tively with— ; . : 3 
(a) “The Compulsory License Provisions in the U.S. Copy- 
right Law,” and . . 
(6) “The Economic Aspects of the Compulsory License in the 
Copyright Law.” . 
The third volume consists of Studies Nos. 7~10, which deal respec- 
tively with— 
(a) “Notice of Copyright”; ' : 
(b) “Commercial Use of the Copyright Notice”; 
(c) “Use of the Copyright Notice by Libraries,” and 
(d) “False Use of Copyright Notice.” ; 

It.is hoped that the entire group of studies will soon have been 

published in this form. While the subcommittee staff is not presently 
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preparing any legislative proposals for copyright revision, the matter 
of certain amendments of the copyright law will be before the current 
Congress in connection with the consideration of the copyright bills 
referred to in the first section of this report. 


Il. Parenr Srupy Program 


The patent study program has involved the publication of a series 
of monographs and reports to the subcommittee on various aspects 
of the patent system, including such varied matters as the role of 
patents in stimulating research, invention, and innovation; the eco- 
nomic and competitive impact of the patent system; procedural 
features of the patent system, especially the operation and admin- 
istration of the Patent Office; litigation peocedigee and problems; 
commercial and industrial use of paca ; the legislative histories of 
the more important congressional proposals; and the policies and 
practices of the Federal Government in determining and administering 
proprietary patent rights. 

During the past year, 7 additional studies have been completed, 
bringing the total number of such studies to 28. Almost as many 
additional studies are in the course of preparation and will be pub- 
lished as they are completed. The studies now completed are listed 
aud described below. 

These studies have continued to receive serious attention and close 
scrutiny by those interested in the welfare, operation, and improve- 
ment of the patent system. References to them and to specific data 
contained in them appear with increasing frequency in the current 
discussions and literature on the subject. Over 86,000 copies of the 
studies and the reports of the subcommittee thus far published have 
been sold, both here and abroad, by the Government Printing Office, 
from which an estimated $18,500 was received. The publications 
range in price from 10 to 55 cents per copy. In addition to those 
solid by GPO thousands of copies have been distributed by the sub- 
committee. 

A. LIST OF STUDIES PREVIOUSLY COMPLETED 


The following 21 studies, completed prior to the 86th Congress, 
have been described and discussed in previous annual reports of the 
subcommittee: 


1. sEmpbasele for Improving the Patent System,’ by Vannevar 
ush. 
cone Patent System and the Modern Economy,” by George 
rost. 
“Distribution of Patents Issued to Corporations,” by the Patent 
Office (Commissioner Watson and P. J. Federico). 
“Opposition and Revocation Proceedings in Patent Cases,” by 
P. J. Federico. 
“The International Patent System and Foreign Policy,” by. 
Raymond Vernon. 
“Patents and Nonprofit Research,” by Archie M. Palmer. 
“Efforts to Establish a Statutory Standard of Invention,” by 
Legislative Reference Service (Victor L. Edwards). 
“The Role of the Court Expert in Patent Litigation,” by Leo H. 
Whinery. 
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9. “Recordation of Patent Agreements—A Legislative History,” by 
Legislative Reference Service (Michael Daniels and Victor L. 
Edwards). 

10. “Exchange of Patent Rights and Technical Information Under 
Mutual Aid Programs,” by Michael H. Cardozo. 

11. “The Impact of the Patent System on Research,” by Seymour 
Melman. 

12, “Compulsory Licensing of Patents—A Legislative History,” by 
Legislative Reference Service (Catherine 5. Corry). 

13. “Patent Office Fees—A Legislative History,” by Legislative 
Reference Service (Victor L. Edwards). 

14, ‘Economic Aspects of Patents and the American Patent System: 
TOE ae ee by Legislative Reference Service (Julius W. 

en). 

15. “An Economic Review of the Patent System,” by Fritz Machlup. 

16. “The Research and Development Factor in Mergers and Acquisi- 
tions,” by Murray Friedman. 

17. ‘Renewal Fees and Other Patent Fees in Foreign Countries,” by 
P. J. Federico. 

18. “Synthetic Rubber: A Case Study in Technological Development 
Under Government Direction,” by Robert A. Solo. 

19. “Compulsory Licensing Under Some Non-American Systems,” 
by Fredrik Neumeyer. 

20. “A Single Court of Patent Appeals—A Legislative History,” by 
Legislative Reference Service (Margaret Conway), 

21. “Modern Developments in Industrywide, Cooperative Research,” 
by the Office of Technical Services (John Green, Director). 


B. STUDIES COMPLETED DURING THE 18ST SESSION OF THE 86TH CONGRESS 


Of the seven studies completed during the Ist session of the 86th 
Congress, Study No. 22 has been printed and is available at the 
Government Printing Office. The others—ie., Studies Nos. 28 
through 28—will be printed and made publicly available early in the 
od eesion of the 86th Congress. The seven completed studies are as 
follows: 


22. “Government Assistance to Invention and Research-—A Legis- 
lative History,” by Legislative Reference Service (Barbara 
H. Jibrin). 

This Legislative Reference Service study traces the many proposals 
presented to Congress over the decades, designed to aid and stimulate 
research, invention, and innovation in various ways: through direct 
Government effort, research grants and contracts, aids to inventors, 
and creation of Government agencies with research responsibilities in 
special fields. The study considers three main areas: (1) Inventions 
made by Government employees, exemplified by special provisions 
regarding patent fees and various “inventors awards’’ bills; (2) 
encouragement and support of non-Government research, through 
various Government agencies, including National Science Foundation, 
Office of Technical Services, Smithsonian Institution, National Re- 
search Council and Academy of Sciences, National Advisory Com- 
mittee for Aeronautics, and, most recently, the National Aeronautics 
and Space Administration, and the Small Business Administration 
(legislation relating to the Atomic Energy Commission is not included) ; 


20 PATENTS, TRADEMARKS, AND COPYRIGHTS 


and (3) bills extending individual patents and proposals for general 
extension of the patent term. It is clear from the study that Federal 
assistance of this type is not new—it has been going on virtually since 
our Government was founded. It is equally clear, however, that the 
extent and scope of this Federal program has tremendously increased 
in recent years. Indeed, as previous discussion in this report makes 
quite clear, its technological and economic impact upon our modern 
industrial society is one of the major phenomena and unsettled 
controversies of modern times. 


23. “Expediting Patent Office Procedure—A Legislative History,” by 
Legislative Reference Service (Margaret M. Conway). 

Apart from the matter of Government aid to research and invention, 
the aspect of the patent system that has most fully engaged the 
attention of the subcommittee, and again because of its critical im- 
portance to an effectively operating patent system, has been the 
subject of Patent Office administration and procedure. That pro- 
cedure has been notoriously slow moving and imprecise, with applica- 
tions averaging 3 to 4 years pendency in the Patent Office and facing 
a disturbingly high incidence of mortality when they finally do issue. 
The question is what to do about it. A number of current-proposals 
are offered for consideration earlier in this report. Study No. 23, 
another in the series of Legislative Reference Service histories, de- 
scribes the procedures that have been proposed and adopted ia 
Congress in the past, designed to tighten and speed up Patent Office 
administration. Two studies described below (Studies Nos. 25 and 
26) deal with the actual administration in practice. The present 
study, following a chronological order, deals with such proposals as 
amendment, renewal, and division of applications; time limitations 
on Patent Office actions and responses thereto; reissues and dis- 
claimers; interference procedure; the 20-year” bill; opposition pro- 
ceedings; and various other proposals. 


24. “Patent and Technical Information Agreements,” by Depart- 
ment of State (Elias C. Rodriguez, International Business 
Practices Division). 

As previously mentioned (p. 17), this study consists of a report 
on the bilateral patent and technical information agreements between 
the United States and 11 foreign countries. It was prepared at 
Senator O’Mahoney’s request by the International Business Practices 
Division of the State Department. It is a followup to our previously 

ublished Study No. 10, entitled “Exchange of Patent Rights and 

‘echnical Information under Mutual Aid Programs,” which had 
described various international arrangements of this sort undertaken 
by the U.S. Government. The importance of this type of arrangement 
seems bound to grow in the future, as the international exchange of 
technology and the role played by the Government in such exchange 
steadily increase. The present study was prepared on the basis of 
information collected from the operating agencies, such as Defense 
Department and NATO, and describes in some detail the objectives 
of these international agreements, their substantive provisions, and 
the procedures for implementing and administering them. Especial 
attention is given to the technical property committees created by 
the agreements, which play a central role in their administration. 
It concludes that these agreements, although neither intended nor 
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used for injecting ‘government directly into private interchange 
arrangements, have facilitated the latter by creating a climate in 
which businessmen can negotiate with confidence that their legitimate 
interests will be protected, and by helping to solve the problems that 
surround such matters as dollar exchange, protection against the 
revelation and misuse of confidential information, security restrictions, 
and lack of understanding between the respective domestic and foreign 
business interests and governments. There still remains for inquiry 
the full picture of the business operations involved in such tech- 
nological exchanges and the actual role played by these governmental 
agreements in the areas of international patenting and international 
trade and competition. 


25. “Court Decisions as Guides to Patent Office Policy and Per- 
formance—A Current Viewpoint From Within the Patent 
Office,” by the U.S. Patent Office (George C. Roeming). 


This study, consisting of a report from the Patent Office prepared 
mainly by George C. Roeming, a law examiner in the Office of the 
Solicitor, has already been discussed, supra (p. 15), in connection 
with the timeworn problem of Patent Office administration, and 
especially the problem of avoiding the issuance of “‘spurious’”’ patents. 
The study directs particular attention to the determination of 
‘Gnvention” in the light of the prior art, since this is the rock upon 
which most issued patents founder. It describes in some detail the 
search facilities of the Office, its methods of training and supervising 
examiners, and the procedures for reviewing examiner decisions. 
Following a close examination of the prevailing law as laid down by 
the courts (especially the Court of Customs and Patent Appeals, 
which the Office deems itself bound to follow), it concludes that the 
Office, on the whole, applies the same standards of patentability as 
do the courts and attributes the existing mortality in the courts, 
rather, to the fact that the latter have greater access to pertinent 
evidence of prior art and the fact that court proceedings are inter 
partes in nature. He also notes that litigation deals mainly with 
close cases and that the courts are often divided among themselves on 
the issues of patentability. Basic in his conclusions, however, is 
the proposition that the Patent Office, in doubtful cases, should allow 
the patent to issue and that the courts, notwithstanding this, should 
still give great weight to the Patent Office decision of patentability. 
He recommends various procedures for bringing more fully to the 
attention of both the Patent Office and the courts the pertinent data 
concerning prior art and the conclusions to be drawn therefrom. He 
especially emphasizes the responsibility of participating patent 
attorneys in these respects. As previously noted (supra, p. 17), the 
Commissioner of Patents, in the light of this review of Patent Office 
procedure, suggests that “probably the most practical device for 
reducing the issuance of invalid patents would be an opposition 
proceeding such as is employed in numerous other countries,” 


26. “Standards of Invention,” by E. L. Reynolds. 


Mr. Reynolds was for many years, the Solicitor of the Patent Office 
and is now attached to the Court of Customs and Patent Appeals as a 
special patent adviser. His study consists of an address given by 


him at a patent law seminar held at Villanova University in September 
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1957.' | Because of the background and experience from which he 
speaks, and the importance of his comments, the subcommittee feels 
that his statements warrant publication as one of its studies. The 
study complements that by Mr. Roeming (Study No. 25, described 
above), since it deals to a considerable extent with the same subject. 
Mr. Reynolds analyzes the various legal factors that go to make up 
the test of “invention,” compares the treatment of the invention test 
by various courts, and the responses of the Patent Office to the court 
tests. He also explores the factors in Patent Office operations that 
tend to push the examiners toward unduly low standards of patent- 
ability. He suggests that the courts reviewing Patent Office rejections 
(i.e., the Court of Customs and Patent Appeals and the District Court 
for the District of Columbia) may fall somewhat short of the rigorous 
tests of patentability applied by the Supreme Court and other Hoderal 
courts, and that the more strict Patent Office examiners conform sub- 
stantially to the standards set by the reviewing courts. He concludes, 
however, that the average standards of the Patent Office fall short 
of the court criteria since the more lax examiners are disposed to allow 
patents that should not be allowed and no adequate Patent Office 
review exists to prevent this. He urges that this be corrected, pri- 
marily by tightening the internal procedures for review of allowances. 
Studies Nos. 25 and 26, both dealing with the Patent Office admin- 
istration of patentability tests, present some interesting contrasts. 
The most significant of these is the conclusion of Study No. 25, repre- 
senting the current official views of the Patent Office, that doubtful 
cases should be resolved by the Office (and by the courts) in favor of 
the inventor, as compared to what appear to be the contrary inferences 
in Mr. Reynolds’ Study No. 26. In the light of these differing posi- 
tions, it is not surprising that the Reynolds study urges more thorough 
internal checks to prevent ill-advised allowances, whereas the Patent 
Office study appears to be satisfied with present Office procedures in 
this respect. In its continuing exploration of Patent Office procedures, 
the subcommittee will examine the merits of these respective points of 
view, and their impact upon the patent system and its operation. 


27, “The Patent System: Its Economic and Social Basis,” by Victor 
Abramson. 


This study, except for minor revisions in the light of subsequent 
thinking and events, consists of an economic report prepared in 1947 
for the Patent Survey Committee appointed by President Truman to 
study the patent system. Mr. Abramson served as economic adviser 
to that committee, a position to which he brought an extensive patent 
background, based upon. several years spent as an economist with 
Brookings Institution and with the Office of Alien Property. In the 
latter position, he devoted much attention to the administration of 
patent rights seized under the Trading With the Enemy Act. His 
present study consists of an economic analysis of the patent system, 
its objectives, and its methods of achieving these objectives. In its 
treatment of this subject, it presents an interesting comparison to our 
previously published Study No. 15 by Prof. Fritz Machlup. . Mr. 
Abramson examines and challenges a number of commonly held views, 
among them the idea that “inventing around” is per se desirable, the 


1'The complete proceedings of this seminar, including Mr. Reynolds’ address, are currently published 
by Ocntral Book Oo, under the title “Dynamics of the Patent System.” 
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suggestion that the patent system is of no use to the group type of 
research typically conducted by large corporate laboratories, and the 
contention that the patent system is designed to encourage innovation 
and not just invention. He considers that the patent system should 
be tested by its ability to induce invention and disclosure that would 
not otherwise be forthcoming and by the extent to which it avoids 
unnecessarily interfering with competition and avoids granting re- 
wards in excess of the social value of the inventions involved. He 
explores the forces that lead to patent concentration, concluding that 
it is largely induced by the unpredictability of the inventive process 
as such, by efforts to control competing inventions, and by efforts 
to achieve or implement industrial concentration. His two major 
conclusions are (1) that despite its shortcomings the patent system 
still remains the most practicable means of assuring adequate tech- 
nology in a private enterprise system, and (2) that a general com- 
pulsory licensing system is not in the public interest. The study is a 
forerunner of Mr. Abramson’s companion study, entitled “Patent 
Abuse—A Plan for Its Control,” which the subcommittee plans to 
publish in the near future. 


28. ‘‘An Analytical History of the Patent Policy of HEW,” by Gladys 
A. Harrison. 

This study deals with a subject previously referred to as the most 
important subject currently under investigation by the subcommittee, 
namely, the patent practices of Government agencies concerned with 
research and development (see p. 8, supra). In contrast to the 
series of reports of current patent practices of selected agencies (see 
pp. 12-14, supra), Miss Harrison’s study explores the history of the 


' HEW policies in terms of concrete, factual data. Thus, she provides 


an extremely valuable commentary to the official Health, Education, 
and Welfare report recently published by the subcommittee. 

She traces from the beginning down to the present day the patent 
policies developed by HEW and its predecessor agencies. She reaches 
a number of interesting conclusions, among which are the following: 
(1) The broad public benefit, in the name of which HEW research is 
undertaken, is normally best served by retaining in the Government 
for free and unrestricted use by the public, the rights in inventions 
that result from Government research or sponsorship, and by prompt 
publication of the invention, rather than by patenting it. (2) Patents 
owned by the Department should normally be licensed on a free and 
unrestricted basis; selective or restrictive licensing is undesirable and 
cumbersome, whether for the purpose of regulating the use of inven- 
tions in the public interest or for the purpose of encouraging develop- 
ment and innovation. (3) It is neither necessary nor desirable to 
award either domestic or foreign patent rights to employees, grantees, 
or contractors as a reward for inventive achievement, over and above 
their normal compensation. ioe i x 

Miss Harrison recommends simplifying and clarifying existing pro- 
cedures and policies, a legislative declaration of the respective pro- 
prietary rights of Government and inventors along the lines indicated 
above, and legislation to protect Government rights in its inventions 
without the necessity for full-scale patenting. Significant as an 
evaluation of HEW policies and practices, Miss Harrison’s study is 
even more significant for its bearing upon general Government patent 
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policy. This follows from the fact that HEW undertakes more re- 
search than any other Government agency outside defense and related 
fields, has a long history of experience and carefully considered policy 
formulation in this field, and appears to be one of the few agencies 
which keeps careful tab on the operation and effects of its program. in 
action. Aside from this, Miss Harrison was closely identified for 
25 years with the legal aspects of the HEW and predecessor research 
programs, in later years serving as. Assistant General Counsel of 
HEW from which post she recently retired. Consequently, she brings 
to the study a combination of knowledge of facts, understanding of 
policies, and perception of issues, that is both unusual and valuable. 


Tl. Parent System ALTERNATIVES 


The Patent Office now purports to make a search of all relevant 
patents and technical publications issued in any part of the world, to 
determine whether an invention is new, before issuing a patent. Yet 
the expansion of this material has been so rapid and the material itself 
has become so complex that examination and search facilities have 
not kept pace. The mechanical search facilities recommended 5 years 
ago are still in a state of rudimentary development. The deficiencies. 
in the library and the classification system and the lack of adequate 
translations of significant foreign literature are apparent to the 
Patent Office itself. But these deficiencies have been only partially 
corrected because adequate funds have never been made available for 
this purpose. Moreover, even if the huge sums needed to establish 
the most efficient facilities for worldwide novelty searches were avail- 
able, it seems questionable whether a staff of examiners adequate for 
such increasingly extensive searching may be maintained. 

Patents are frequently invalidated by the courts because large cor- 
porations involved in infringement litigation have the skill and re- 
sources at their command to produce in court prior art that was 
overlooked by the patent examiner. It seems self-evident that the 
modern corporation engaged in an international business with a large, 
highly skilled technical staff will normally have resources for the 
investigation of the worldwide prior art relating to its products and 
processes which are superior to those of the Patent Office. The Patent 
Office, at.its best, can train and hold only a staff of individuals skilled 
in the examination of a relatively small class of patents and related 
technical publications. None of them has an opportunity to acquire 
the skill in the art itself that comes to the engineers and scientists 
actively engaged in practicing the art. In these circumstances it is 
doubtful wicten any expenditure of Patent Office funds can supply 
a novelty examination of a patent equivalent to the examination that 
it undergoes when its validity is challenged by interested parties. 

The previously discussed procedural reforms, such as an opposition 
procedure, would tend to narrow the existing disparity between the 
validity judgments of the Patent Office and the courts but the dis- 
parity seems likely to persist so long as the scope of the novelty search 
remains as broad as it is now. The disparity between the ‘results 
obtained by the Patent Office in making the extremely broad novelty 
search required as a condition of patentability and those made by 
specialists in the art involved may only be overcome by making the 
Office search as efficient as. the outside specialists’ search. - Yet the 
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advocates of any procedure for improving the quality of the novelty 
search by enlisting the aid of interested parties outside the Patent 
Office have received little encouragement from the majority of the 
patent.bar. The bar,.as-a whole;,-is apparently content with: the 
present system of novelty examination but a serious question remains 
as to whether the system can be left without change and still serve its 
constitutional purpose. 

As interpreted by the Court of Customs and Patent Appeals the 
statutory standard of invention is met when a device or process is 
unobvious, novel, and useful. It does not have to be better than 
what was previously available (In re Ratti, 123 USPQ 349, 353). 
The result is that the novelty search is the key to patentability and 
the ultimate commercial value of a patent is left for determination in 
the marketplace. The inventor is rewarded with a patent upon the 
theory: -that:any~novel-and unobvious matter which is usable‘is a 
contribution to the progress of the useful arts. 

Since a patent is likely to be met with a claim of obviousness or 
lack of novelty as soon as it achieves commercial importance, might 
it not be more beneficial to inventors and the public if such contro- 
versies were initially resolved through an opposition procedure, by 
the relatively inexpensive procedures of the Patent Office instead of 
by costly infringement litigation? The Office would then have the 
benefit of the search made by the proponent of invalidity as well as 
its own search, and the issue of novelty would receive a more correct 
determination than that presently afforded by the Office’s ex parte 
search. The reasons-for.trying.out-a simple affidavit procedure which 
would not involve the Office in contested intra partes proceedings, are 
explained at page 6, supra. The present anomalous judicial consider- 
ation of novelty upon evidence not previously considered by the 
Patent Office could be largely eliminated by such procedure. 

For the reasons noted above, unless the present novelty examina- 
tion is improved we may expect to have a system where U.S. patents 
lacking worldwide novelty will issue in vastly increasing numbers. 
No one is suggesting that this problem be met by narrowing. the 
scope of the search or by limiting the search to patents of commercial 
significance. If the patents we issue are to be, in fact, what they 
purport to be, a certification of worldwide novelty for the invention, 
it is difficult to see how continued total exclusion of interested parties 
outside the Patent Office from the initial novelty search may be 
justified. 

e) 


